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ABSTRACT
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The end of the cold war and dissolution of the bipolar
atmosphere present an organizational and security challenge
for the "New World Order." Countries and security organiza-
tions are focusing on political, economic and social issues as
well as military forces which they need to support diplomacy.
The differences and perceptions between the have's and have-
not's are destined to grow and increase the challenges to
European security. The significant impact of economic issues
is evident in several currently developing scenarios as well
as the obvious example in the Gulf war. The European Commu-
nity has significant economic challenges from monetary union,
political union, monetary and trade policies, aid to Eastern
Europe and the Soviet Union, inflation, recession, interest
rates and many others. The Uruguay Rounds, specifically the
General Agreement on Tariffs and Trade (GATT) as it applies to
the Common Agricultural Policy and other trade issues, all are
potential economic and political block-busters. The maturing
economies of Central and Eastern Europe provide a wide open
arena for economic development highly dependent on existing
and future security structures. Economic assistance seems to
be the magic cure for all types of weakness and mismanagement.
The relationship between existing structures such as NATO, EC,
CSCE, the WEU and others will play key roles. The stability
of any future European security system could easily be unbal-
anced by economic inequities. With the threat and the size of
military forces rapidly diminishing, economic issues and their
influence on the political and social and cultural realms of
society will rise significantly in relative impor-tance. This
study focuses on the potential of the most signi-ficant
economic factors to influence future European security
structures and policies.
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INTRODUCTION

"Europe has entered a new, promising era. Central and
Eastern Europe is liberating itself. The Soviet Union has
embarked on the long journey toward a free society. The walls
that once confined people and ideas are collapsing."' so
begins the London Declaration in which the NATO allies formal-
ly recognized the significant forces of change impacting on
the Alliance, Europe and the world at large. It is not hard
to find similar descriptions of the current world situation.
Virtually every book, article, and "valid" research paper pre-
sents some view, some perception of the emerging euphoria of a
new civilization on its way to freedom and democracy in
poetic, harmonious bliss. The realists in the crowd are quick
to point out that there are some stumbling blocks and, depend-
ing on their viewpoint and personal political perspective,

suggest solutions to the problems at hand.

The purpose of this paper is to address future European
security, the impact of economics on that security, and dis-
cuss current events and their influence on that process. 1
intend to present evidence that the greatest potential for
difficulty in European security will be in the economic arena.
I will address specific economic challenges, past, present and
future. I will develop areas of commonality and divergence.

I will present a brief historical sketch of European




relationships, ramifications to present situations, and
suggest the future impact of present challenges of unfolding

economic developments.

Pick up any newspaper and the latest update tells about
reduced national budgets, less money to spread around, lower
national employment levels, and a shrinking market for fewer
defense dollars. European-wide competition, free borders,
mobile work force, migration away from high taxes and towards
better pay and employment opportunities--what will be the
incentive to give up a small portion of nationality, national
sovereignty, for the common good? In a recent lecture in
London, Jacques Delors, President of the European Commission
answered that question by addressing the solution in terms of
security. He said, "Security, however, depends on our ability
to create an attractive, harmonious society. If society is
eroded from within by a decline in responsible citizenship,
indifference to others and social tensions, how can individ-
uals be expected to defend its security, let alone accept that
their country should take risks to share international respon-
sibilities with others?"? However noble this unselfish cause

may seem, the circumstances suggest difficulties ahead.

After forty years of confronting the Soviet threat,
nations are now able to deflect their confrontational gaze and
reflect inward, focusing their dwindling resources on national
challenges which are becoming more relevant and significant.

The "direct threat by a massive Soviet aggression has




disappeared and the staving off of an imminent threat has
become less urgent."’ It is now time to look out for number
one. With defense playing a considerably lesser role and
politicians looking for new issues to ride, what will be the
incentive to look beyond national borders? Politicians will
have a primary incentive to look out for their constituency.
Yes, they will agree to the common good and those other pan-
European goals, but how strong will be the motivating factors
to convince a local constituency that they need to sacrifice
on a small scale for the sake of a larger good (read-somebody

else's state or country.) "Small" can become significant

very quickly.

Consider the potential for conflict in near- to mid-term
economic relationships. Government subsidies and unfair or
unbalanced trade practices have generated the most friction in
recent conflicts of economic interests. Draught, starvation,
refugees, building market economies from the failed socialist
systems--it will all take money. If countries believe that
their neighbors put their own individual welfare ahead of com-
mon good in one area, the ability to make that little sacri-
fice at home in the name of national interest will become most
difficult in other areas. The agriculture and trade crises of
today will become multiplied in frequency and intensity. The
historical Europe will resurface. Existing alliances and
security structures must be in place to overcome such diffi-

culties in a smooth and constructive manner.
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The danger signs must be recognized and paths found through

that economic wilderness.

Why economics? 1Is it really so much more significant
than other factors? During Course 77 of the NATO Defense
College in Rome Italy, Committee Number Three, of which I was
a member, selected a research topic titled "Future European
Security and the Trans-Atlantic Link."* After extensive re- -
search and discussion between the international NATO members
of the committee, we selected three commonly accepted areas of
interests of nations including (1) political, (2) economic,
and (3) social and cultural.’ We then rationalized that mili-
tary force was a tool to be used by one or more of our three
basic areas of interest to influence one or more of the
others. As the military influence in Europe lessens, the
three basic areas become more significant and wieldable as

tools themselves.

In the words of Secretary of State, James A. Baker III,
“As we construct a new security architecture that maintains
the common defense, the non-military component of European
security will grow."6 It seems that most current and aspiring
European societies have similar goals in the social and cul-
tural area, with some possible variation in the wellness of
their situation with respect to their neighbors. With the
blossoming of a myriad of economic and security organizations,
7

the politicians have no dearth of issues which to champion.

The wherewithal to accomplish those political, economic and




social and cultural goals will hopefully lie within a nation's
economic power and potential. Economic might in its own right
will easily rise as a primary instrument of power. It is here
that the potential for nationalism could take on the tone of
survival of the fittest, the historical Europe, the eternal
European memory, the ugly specter of political compromise for
economic and social survival. One of the greatest potentials
for discord and conflict springs from that economic national-
ism. Economic security is directly related to national secu-
rity. Therefore the economic impact on future European
security must be carefully crafted. The Common European Home,
a Europe whole and free, a stronger pillar in the Atlantic
Alliance all recognize the strong interdependence of coun-
tries, not only Europe, but also the shrinking world, in all

areas political, social and especially economic.?

The intent of the East Europeans to join some western
political, economic or security organization has been vividly
demonstrated in recent months as leaders from Hungary, Czecho-
slovakia, Poland and other countries have traveled the world
over seeking political, economic and security assistance. All
of the East European countries, in addition to the Soviet
Union, have expressed a strong need for considerable economic
assistance. The magnitude of the requests are unbelievably
high. Mr. Gorbachev has asked the West, as recently as 22 May
1991, for 100 billion dollars.’ The economic, political, and
social and cultural balance of the world is at stake, and just

when we thought we were going from an unstable bipolar world




to a stable multipolar world. The only way to a stable Europe
is through shared goals and responsibilities, that path has
already been trod by NATO in their validated format of exten-
sive discussion and consultation. It is in every nation's
best interest to find that new balance, that point of give and
take where concessions for the benefit of others vill not be

seen as infringements on national sovereignty or rights.

I suggest that the toughest problems addressed in the
following discussion, the area with the greatest potential for
lack of harmony, the topic on which sovereign Europeans and
their friends will disagree most will be economics. In this
paper I will attempt to show the direction, and highl.yi.t the
character of the challenges of the economic impact on future

European security.




ASSUMPTIONS AND LIMITATIONS

A complete discussion of world influences on economics
should include the role of Japan. Recognizing the role played
by the Pacific countries in the developing tripolar scenario,
I purposely focused this discussion on economics within the
realm of Europe with some consideration of North America. I
would agree that the exclusion of Japan leaves a significant
hole in the completeness of the discussion. However, I chose
to sharpen my focus to spend my resources economically in dis-
cussing the specifics relating to the trans-Atlantic nations
and the impact on European security of the organizations and

nations in that more limited area.

As the Soviet Union reduces its forces west of the Urals,
there are serious doubts as to its compliance with the CFE
treaty. As this paper is focused on economic influences on
future European security, the assumption is made that the
force levels remaining will be sufficiently reasonable to both
Europe and North America as not to seriously impede the pro-
cess toward a Europe whole and free. Also treated as a non-
influential factor for the short-term revitalization of Europe

is the Soviet's maintenance of its strategic nuclear force.

The final assumption made is that the democratization of
Europe will continue and the result of the Soviet internal

turmoil will not spill over to the rest of Europe.




Even though internal Soviet dissension and turmoil could
readily impact on more than one republic or even neighboring
countries, the economic impact on European security can still
be adequately considered, and its impact assessed, if the
boundaries of the discussion confine Soviet actions within
Soviet borders. Expansion of Soviet unrest outside its

national borders would only amplify the effects discussed in

this paper.
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HISTORICAL PERSPECTIVE

On the 7th of December 1988, President Gorbachev
announced a startling addition to his Glasnost and Perestroika
programs while addressing the United Nations. The economic
realities of the world had been proven absolute, even in the
grand world of the superpowers--both superpowers. The social
and cultural realities of the Soviet Union had also surfaced
to pose sufficient threat that the leadership of the country
had to take deliberate action to balance the system. The
political corruption, the pillaging of the economic system and
human element of the country, all for the military might and
favoritism of the socialist elite broke the system. The
freedoms of Glasnost and Perestroika permitted the people to
see a public view of the vast inequities and repression.
"Soviet conservatives, liberals, and a growing number of
ordinary citizens, may now be nostalgic for the 'golden days'
of totalitarian stability and relative abundance, but turning
the clock back is not a sustainable option. The old ways of

ruling the country are too shattered for that."!

The unilateral reductions he described that December day,
set in motion a chain of events which are still shaking the
pillars of organizations and countries worldwide. It has
become vividly clear since that most magnanimous gesture that
the reasoning behind the decision was not based on moral and

ethical desires, but almost purely economic necessity.
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Eastern Europe had become a significant burden on an already
overburdened and broken Soviet economy. The Soviets are now
in a crunch for hard cash. They are unwilling or unable to
pay their debts to their former East European clients, they
have no foreign currency with which to pay.? As a result,
exports to the Soviet Union have decreased and the Soviets
have told their former friends that they might not be able to
fulfill contracts for future delivery of oil, natural gas or

other necessities.

In addition to the announced unilateral reductions, the
force levels under the agreements reached in the Conventional
Forces Europe negotiations resulted in the "threat that domi-
nated our daily lives and our planning assumptions for nearly
half a century ... all but disappear([ing]."} Secretary
General Worner's quote is taken slightly out of context, but
the thrust is still the same. What is clear is that following
the reduction of forces in Central Europe, it will be most
difficult for the Soviets to launch a surprise attack.*
Estimates vary from two or three months to one year's warning

of any impending attack.

NATO is largely responsible for the success of the Cold
War. One of the popular metaphors is that the Atlantic Alli-
ance stood face to face with The Threat for over forty years
and the Soviets finally blinked. The immediate result of
troop withdrawals and the Conventional Forces treaty was that

the focus of assistance for the emerging East European

11




countries as well as the Soviet Union has been economic. The
Soviets have expressed the desire to convert to a free-market
system. They have asked for economic and technologic assist-
ance. With very little concrete means of trading on the world
markets, or ability to pay for imported goods, and a require-
ment to try to better their internal lot, the Soviets gave
notice to their COMECON partners and others that they would
not be able to maintain the same level of support. This
forced those smaller nations to seek out other sources, within
and without the Soviet Union. Their Soviet credit was no
longer good and they had to barter for the necessities as best
they could, with what little goods of inferior quality

they had.’

As the Soviets withdraw from Germany, with the assistance
and reimbursement of the German government, they leave behind
a devastated economy, a ruined environment, and an impatient
and yearning populace. The initial flood of migrants poured
through Hungary. The focus and priority of the German govern-
ment has been radically altered in adjusting to the great
influx of refugees. Polish refugees into Germany have also
created quite a stir. Residents throughout the country have
endured the onslaught of thousands of newcomers and now com-
plain of crowded stores, parking areas and rising crime and
traffic accident rates.® The Italians have also had an enor-
mous influx of migrants, theirs from the East European state
of Albania. 1In early March of 1991, about 20,000 refugees

fled Albania in the course of one week for the port of

12




Brindisi Italy. It was billed as the third "national
hemorrhage" since the summer.’ This potential to be overcome
by refugees has alarmed countries in Central, Southern and

8 The unrest in the Soviet

Eastern Europe and Scandinavia.
Union and its Republics also has the potential to create

significant additional refugee migrations to the West.

Refugees, immigrants and guest workers are an increasing
concern throughout the world, Europe included. Problems of
refugees linger to affect their children and grandchildren.
The problems of this ghetto crowd create new difficulties,
both economic and social, for the host governments.’ Unem-
ployment, lack of housing, high cost of living, inadequate
social support systems--the woes seem to grow. Not only do
the refugees disrupt the daily lives of the previously con-
tented local populace, the "explosion of discontent®" which

Y some would

they are trying to escape, seems to follow them.
rather return to their old homes where the suffering might

sometimes seem less. The European refugee problems, in the
few months since the opening of the borders, is but just a

preview of the potential of the open borders policy of a

united Europe.

The reemergence of Germany as a nation has made some
countries very uncomfortable; not only because they are con-
cerned about future military might, but because the Germans
are now the largest economic power on the continent, excluding

the Soviet Union. Several countries are concerned about a




reunified Germany. That European memory still lingers near
the surface. After withdrawing from the integrated military
structure of NATO in 1966, France has played various roles in
the European architecture. The reunification of Germany in
October of 1990 "end[ed] four decades during which France owed
its prestige as a nuclear power-and practically a world power-
to the division of Germany."'' A member of the Western Euro-
pean Union since 1954 and a key player in the European
Commission, France might now have to play second to a revital-
ized and economically stronger Germany. With the political
and economic leadership roles yet to be sorted out, one French
official has been quoted as saying, "We have been living
through months of schizophrenia."'? What will be the

next step?

Perhaps, with the United States withdrawing considerable
forces, France would get a chance to fill the Supreme Allied
Commander Europe position, long rumored as a possibility to
bring the French back into the NATO fold. Then there was the
possibility of a Frenchman commanding the new multinational
rapid reaction corps, a position that was given to the
British. When WEU naval forces deployed to the Persian Gulf
to suppo;t Desert Storm, the French very awkwardly demanded,
and very awkwardly implemented a poor semblance of command and
control for those forces, with the British eventually capitu-

13 In

lating and joining forces with the United States.
developing a security element for the European Community, the

French support the inclusion of the Western European Union in

14




the Community. They do not want to dilute their leadership
role by any use of the NATO organization which they renounced.
Although the French did relinquish command and control of
their ground forces to the U.S. commander in the Gulf, they
have been seen as hesitant to take part in any organization
unless they are able to play a leading role, or at least the

meetings be held in France.

The current President of the European Commission, Jacques
Delors, is a former French finance minister; the newly ap-
pointed President of the European Bank for Reconstruction and
Development (EBRD), Jacques Attali, is a former adviser to
President Francois Mitterand. "Mr. Attali had never run a
bank, but he once wrote a book about financier Sigmund
Warburg..."' could it be a coincidence that the CSCE
conference was held in France? French financial support to
farming and business has not only been a stumbling block to
the current round of GATT negotiations (along with Germany),
but has also drawn the attention of the European Community as
it reviews government supports and subsidies within the Commu-
nity. French relations with NATO over the years have been
less than exemplary. Since leaving the Integrated Military
Structure (IMS) in 1966, they have only attended military pro-
ceedings as observers. 1In a recent Ministerial Meeting at
NATO, the French Foreign Minister did not like the course of
the discussion concerning the future of the Alliance after the
Cold War and left the meeting early. Later in the same

meeting the Foreign Minister's proxy, the French chief

15




delegate, also disagreed with the discussion, picked up his
papers and threatened to walk out.'” For one other example of
the French syndrome, consider the beginnings of the European
Environment Agency. The French blocked the formation of the
EC agency, holding out for a commitment to keep the agency in

Strasbourg and not move it to Brussels.

The Conventional Forces Europe agreement signed as a
prelude to the Conference on Security and Cooperation in
Europe mixes the good news with the bad news. Militarily the
forces are in fact reducing, even with the knowledge of the
Soviets' hedging on totals, and conversion of significant
people and equipment from their army to the naval land forces.
On the economic front, while the forces on both sides are re-
ducing, so also are the funds and military hardware which will
be necessary to support them. 1In addition to the economic
reduction, with corresponding industrial impact, there is also
the corresponding increase in the burden for the forces
remaining who must be prepared to assume one of

several contingencies.

With all the existing security and economic structures
saturated and the myriad of organizations maneuvering to take
the lead, the dark horse candidate came through in thg form of
the Conference on Security and Cooperation in Europe, CSCE,
the culmination of the Helsinki process. The process was
begqun in 1972 with a proposal by the Soviet Union, the purpose

of which many thought was to drive a wedge between the allies

16




in the Atlantic Alliance. Two conferences were held in
Helsinki, the first in 1973, the second in 1975. The Final
Act was signed on the 1lst of August 1975 after the West stuck

in Basket Three for humanitarian cooperation.

The CSCE process served to emphasize the fact that,
“"Security in Europe is indivisible, each country's security
being inextricably linked to the security of all European
states."'® The months leading up to the 19 November 1990
signing of the treaty were replete with praise and grandeur
describing the CSCE as the mechanism of choice, that balance
among sovereignties. CSCE was seen as the panacea for Euro-
pean security problems. The first dose of reality, the first
"disillusionment grew when the CSCE failed to condemn the
Soviet repression in the Baltic republics which it could not
do because of the principle of unanimous voting that prevails
in the organization. The Soviets would not support such a
condemnation.*' This showed the 34-nation alliance for what
it really is: a large, slow procedural giant unable to make
penetrating and timely decisions for lack of unanimity. Not a

good start for a European security system.

Another player in the economic arena is the Uruguay Round
of talks initiated in 1986, commonly referred to as GATT, an
acronym for General Agreement on Tariffs and Trade. While the
principle of GATT is based on the most-favored-nation (MFN)
concept, the goal to promote a multilateral, non-discrimina-

tory trading system is not working as originally intended.'®

17




The most significant obstacle in current rounds of negotiation
is the Common Agriculture Policy (CAP). GATT issues not on
the front burner include disputes such as Airbus, air landing
rights, EC barriers to investment and others. Dr. Jack
Treddenick, Faculty Adviser at the NATO Defense College in
Rome describes it best in his discussion of world stability.
Paraphrased, that description is that all nations enjoy the
results of world stability, but not all nations pay for that
stability. Free riders create instability.' GATT is the
international search committee for free riders--
institutionalized. While the EC serves a similar purpose
within Europe, they have the legal power to enforce their
previously agreed European trading policies. The Uruguay
Round is based on negotiation toward a final international
policy, which has yet to be determined. The Franco-German
resistance in the current GATT farm subsidy battles is only a
precursor to what has the potential to become Fortress Europe.
The difficulty and emotion involved in the current GATT
impasse therefore sets the stage for EC-92 which, in Dr.
Treddenick's description, will not be modelled along the lines
of the more liberal countries of Germany or Great Britain, but

along the protectionist lines of a France or Italy.%

The revolutions of 1989 have produced a European land-
scape much broader than envisioned by EC-92. As the continent
struggles to find its new equilibrium, there will be more than
enough challenges for all countries, no matter the size, poli-

tical bent or economic wherewithal. Significant economic

18




assistance will come only after demonstrated political stabil-
ity. NATO has empirical evidence to show that extensive
discussions, consultations and cooperation are the only way to
minimize the obstacles and disagreements along the paths to
success. If the fledgling democracies are given the opportu-
nity to succeed before impatient or repressed populations take
steps in other directions, the dream of a whole and free Eur-
ope is attainable. There are several perceptions of success.
The commonly accepted goals are democracy and the free-market
system. In these processes it must be realized that capital-
ism or capitalistic practices do not a democracy make. 1In
fact, there are some very significant differences in the
understanding some peoples have of democracy. The force and
pain required for such a substantial shift toward autarky may

push some countries toward a benevolent autocracy.

The era of pre-1988 can be described in many relative
terms. Two of the more common phrases whiclhh have been used
are "cold war" and "bipolar world". The ccld war was a vir-
tual race of economies, technologies, weapons systems and
world influence. The bipolar world was seen as the good guys
versus the bad guys; democracy and human rights versus commu-
nism and the proletariat. It is interesting that we view the
bipolar world as a form of stability only in hindsight. When
we were living it, it seemed so unstable and terrible. Soon
after Mr. Gorbachev's unilateral declaration, the walls, both
literally and figuratively, came tumbling down. Missile

negotiations, CFE, the reunification of Germany and the
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unbinding of the Warsaw Pact and Eastern Europe all seemed to
open up new possibilities. Had the great Russian bear seen
the light? On the contrary, they publicly revealed their
plight to the world. They, the Soviet Union, wanted assist-
ance in bringing their country into Mr. Gorbachev's "“Common
European Home."?' Translated into the modern vernacular what
they wanted, and still want, is economic assistance--money,
technology and the up-side of a free-market society. This was
a public admission that while the arms race might not be quite
over, the Soviets were no longer able to stay in the race and

still survive at home economically and politically.

More has come to light since 1988 than the free world's
successful evangelism of it's recalcitrant Soviet brethren.
It seems that the Soviets were not alone in feeling a signi-
ficant economic crunch. The race for a completed CFE treaty
contained a second, unspoken agenda. Mr. Gorbachev was moving
and dismantling his military faster than they could be negoti-
ated away at the conference table. The United States and the
other key players in the negotiation were also reducing, or
scheduling troop reductions faster and lower than the treaty
limits. What was actually developing was that virtually every
country, NATO and Warsaw Pact, was dismantling its forces with
little or no regard to force structures or contingency
requirements. There seemed to be a collective gasp when
someone finally described the obvious, but the trend
continues unabated. The real race is for the peace dividend,

the ability to free resources as a result of reduced
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defense spending. One of the problems realized is that when
deeply into deficit spending, a peace dividend is not really
cash-on-hand, but simply less debt. That is one more contrib-
utor to the current economic crisis in the Soviet Union.
Excessive debt just does not translate into buying power, even
when it is getting smaller. Yet even with the peace dividend,

not many countries are actually reducing their debt.

At the risk of generalization, it seems that most every
country is cutting budgets, cutting forces, buying less,
shortening obligatory service requirements, making equipment
on hand meet the needs of larger, costlier systems and much
more "economizing." This dose of realism has affected coun-
tries large and small, rich and poor, free and those not so
free. The reality is that budgets are smaller and continuing
to decrease; countries are spending less on all forms of pro-
curement, defense and otherwise. What about the Bear, that
large ominous Soviet threat? Well no, it hasn't gone away.
But it is no longer considered a threat either. With a large
portion of Soviet hardware moved east of the Urals under CFE,
and the troop reductions which have taken place, even the
official NATO position recognizes that the threat has dimin-
ished considerably. 1It's now only a risk, not a threat; there

is no front line.

With the multilateral reductions in forces, equipment and
budgets, there will be less of each to spread around. The

Soviets have asked for significant economic and
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technologic assistance. Even with the East Europeans looking
to the West for help, whether it be NATO, EC, CSCE or any
other group, the funds and forces available to any entity for
security or other purpose will be reducing in size, not in-
creasing. As the United States takes a large portion of its
overseas troops back to its home continent, a proportionally
larger portion of European defense will have to be borne by

the Europeans.?

To some, this will be a realization of what
the Europeans have been seeking for some time, a chance to
strengthen the European pillar of NATO--burden sharing at

its ultimate.

Much of the past credit for the survival of the NATO
alliance has been given to the extensive discussion and con-
sultation between and among the allies. This ability to com-
promise in one area in order to gain success in another has
enjoyed the convenient and successful lever of the threat.
Pull together or be defeated by the enemy. A small collective
gain is worth the price or sacrifice of national interest. A
lot of pride and national self-interest has been compromised
in the name of defeating the threat. After all, a politician
or national leader could rationalize that small sacrifices had
to be made to maintain a solid front in the face of the enemny.
Even though the London Declaration extended the "hand of
friendship...to the countries of the East which were our ad-
versaries in the Cold War...," it still maintained that

coalition front, in the same paragraph where it stated,
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"We recognise that, in the new Europe, the security of every
state is inseparably linked to the security of

its neighbours."?

The Western European Union has seen a recent resurgence
in popularity and utility. It was used as the United States
bridge to the Europeans during Desert Storm in NATO's out-of-
area realm. NATO and the United States, individually, have
suggested to continue the use of WEU as that bridge to the
Europeans. During the period of, and shortly after the Gulf
war, recommendations surfaced recommending that the WEU be
placed under the European Community.“ In February 1991 the
United States sent a strongly-worded message to several
European capitals stating that: 1) a merger between the EC and
the WEU was unacceptable; 2) the WEU was an acceptable forum
for providing for European defense; 3) while negotiating with
a coordinated European position, a non-negotiable European
bloc position presented in a NATO forum was unacceptable;

4) the WEU should limit its capabilities to the non-NATO area
only; 5) use of WEU forces should require coordination with
NATO; 6) U.S. troops remaining in Europe should be integrated
with those European forces; and 7) that the results of the
NATO review should provide a more attractive home for the
European defense identity.?® wWhile the demarche served notice
that the United States wanted to be included in the European
security discussion, it apparently served its purpose and
assured that, at least for the time being, the WEU will act as

a bridge to both NATO and the EC.

23




ENDNOTES

1. Daniel N. Nelson, "Gorbachev's Time of Troubles," Foreign
Policy, No. 82, spring 1991, p. 98.

2. Stephen Engelberg, "East Europe Despondent Over Exports,"

International Herald Tribune (Rome), 7 May 1991, p. 1.
3. Manfred Worner, "The Atlantic Alliance in the New Era,"
NATO Review, Vol. 39, No. 1, February 1991, p. 4.

4. Sam Nunn, Statement of Senator Nunn to the Senate on 23
January 1990, U.S. Congress, Senate, Co ssi Re
Volume 136, Number 36, 29 March 1990, p. S3444.

S. Vladimir V. Kusin, "“Security Concerns in Central Europe,"

Radio Free Europe/Radio Liberty Instjtute-Preprint, 4 March
1991, p. 8.

6. Anna Tomforde, "Hof, a Symbol of Hope Gone Awry for
Refugees, Early Euphorla Gives Way to Latent Prejudices,"

International Herald Tribune (Rome), 10 April 1991, p. 17.

7. "Tens of Thousands Fleeing Alrania, Week-0ld Exodus Called

'National Hemorrhage'," The Stars and Stripes, 8 March 1991,
p. 9.

8. "Girding for a Tide of Soviet Refugees,™ International
Herald Tribune (Rome), 16 November, p. 2.

9. Alan Riding, "Europe Confronts Its Ghettos," ternationa
Herald Tribune (Rome), 25 March 1991, p. 2.

10. Milovan Djilas, "A Revolutionary Democratic Vision of

Europe," International Affairs, Vol. 66, No. 2, April 1990,
p. 265.

11. Jochen Thies, "Communication Breakdown,® European
Affairs, vVol. 1/91, February/March 1991, p. 64.

12. Joseph Fitchett, "France and U.S. Bridge a Gulf,"
Internatjonal Herald Tribune (Rome), 14 March 1991, p. 1.

13. Thomas~Durell Young, Preparing the Western Alliance for the
Next OQut-of-Area Campaidn: Linking NATO and the WEU, p. 10.

14. “Attali Unleashed," Wall Street Journal (New York),
17 April 1991, p. Ala.

24




15. "“France Threatens NATO Walkout During Feud on Alliance's

Future," Internatjonal Herald Tribune (Rome),

19 December 1990, p. 2.

16. Manfred Worner, Statement Made on Behalf of the North
Atlantic Council on the Occasjon of the Visit to NATO by Mr.
\'4 \'4 ve esi dera
Republig¢, 21 March 1991, p. 1.

17. Kusin, p. 35.

18. Sidney Weintraub, "Regionalism and the GATT: The North
American Initiative," SAIS Revijew, Vol. 11, No. 1,
Winter-Spring 1991, p. 47.

19. Jack Treddenick, Nort -W opea onomi
Relatjons, 15 January 1991. Cited with special permission of Dr.
Treddenick.

20. Ibid.

21. Actually the term "Common European Home" was used by the
late President Brezhnev in 1981, the late President Chernenko
in 1984 and also President Gorbachev.

"The Common European Home: New Thinking?," Foreign and
Commonwealth Office, London, May 1989, p. 1.

22. "DOD Plans to Halve U.S. Forces in Europe," Washington
Update, Vol. 3, No. 3, April 1991, p. 2.

23. NATO Information Service, lLondon Declaration, July 1990,
p. 3l

24. Joseph Fitchett, "War Revealed Need for EC Defense,

Delors Says," International Herald Tribune (Rome),
8 March 1991, p. 2.

25. Hans Binnendijk, "How NATO + EC + WEU Can Equal Security

for Europeans," International Hexald Tribune (Rome),
2 April 1991, p. 6.

25




CURRENT EVENTS

The world is passing from the security definitions of a
bipolar world to a world of what some would like to consider
as multipolar, but is actually evolving into a tripolar world
of U.S.-Europe-Japan based on economic security.' 1In his
article describing the new tripolar world, Mr. Bergsten quotes
historian Robert Gilpin's statement that, "almost all [stu-
dents of international relations] agree that a tripolar system
is the most unstable configuration."® The concern that devel-
ops is in any loss of stability where two of the powers team
up against the other and for what purpose they do so. While
recognizing Japan as one of the three significant developing
blocs, this focus will continue to be on the European

dimension of the tripolarity.

The Europeans have committed themselves to a Europe whole
and free, a unified Europe, a single economic market pledged
to free movement of persons, goods, services and capital. The
revolutions of 1989 have placed new challenges at the door of
a previously staid and conservatively progressive community.
As long as there was a border and a collective security sys-
tem, NATO was there to keep the enemy out. It seems that in
the real world order there are two regimes, the world economic
order and the world security order. Both regimes are inher-
ently unstable, and subject to atrophy with time.? As the

Soviet Union started to crumble and turn inward, in both its
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security and economic orders, there emerged great potential

for social, military, economic and political instability.

Several years later, incidents in the Persian Gulf pro-
vided the initial test of the emerging New World Order.* Aas
the conflict developed, the two prominent organizations in
security and economics were challenged. The EC found itself
with no capability to respond to potential security threats to
the Community. As a matter of fact Article 223 of the Single
European Act prohibited Community participation in defense
matters, considering that a national concern. NATO was limit-
ed, not necessarily by their treaty but by Alliance interpre-
tation in conducting out-of-area operations, and thus the

heated discussions of the WEU role.

In the developing economic and security vacuum, European
and East European countries are lining up to join NATO , the
EC and even EFTA.’ Poland, Czechoslovakia and Hungary have
formed their own coalition;® Hungary and Czechoslovakia have
joined the Council of Europe.’ "Czechoslovakia, Hungary and
Poland met (with Yugoslavia, Italy and Austria acting as ob-
servers, )" and President Vaclav Havel proposed a new regional
Danube-Adriatic coalition.® 1In all the jockeying--the turmoil
and confusion ("Join us...no, you can't join us."), the East
Europeans, "resent being kept at arm's length, and they fear

abandonment. They see the West as inconstant and selfish."’®
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As the international structures are changing, Europe is
gaining in relative economic power and trading power with the
United States. Gaps in technology, wealth and productivity are
being narrowed.'” The fact is that with the combination of
factors of the budget deficit, trade imbalance, and inflation,
the United States has enough trouble managing its own economic
affairs without the added burden of helping its friends and
allies.!"" As the United States, with the able assistance of
the Congress, reduces its troops and commitments to NATO,
there is a great shuffling among the Allies. The confusion
arises when one tries to make a distinction between shuffling
to assume responsibilities and shuffling to avoid the burden;
an awkward turn on the definition of roles, risks and respon-
sibilities. Here surfaces another of Dr. Treddenick's points

that the demise of economic power leads to conflict.'

Recent events in the role of the WEU, and its organi-
zational hierarchy, polarized NATO allies and showed the
underlying motivation of the nations seeking a security role
for the EC. The 21 February 1991 demarche said it best in
that while the United States supports strengthening of the
European Pillar, it should not be done in a manner which would
weaken the alliance or initiate a bloc, or European, vote in
alliance proceedings. While the apparent reasoning to absorb
the WEU into the EC is increased security, the resources
necessary to support such a defense would naturally accompany
the organization. This thought, "crystallizes the focus of

defense, and its related industry, as a viable
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economic entity."" Pulling the WEU into the realm of the EC
would lead to the possibility of minimizing, or even fractur-
ing the NATO alliance, consequently lessening the role of the
trans-Atlantic link (read-United States.) Absorbing the
totality of purpose of the European defense industry under the
EC umbrella would allow exploitation of trade and tariff
policies to exclude non-European industries from the

defense scene.

This centralization of power, politically, economically
and militarily, would definitely strain trans-Atlantic rela-

¢ especially U.S. defense guarantees for the

tionships,'
continent. Actually the Europeans would stand to lose eco-
nomically," a point discussed later in the realm of Defense
GATT. A self-sufficient Europe, a "truly united continent
(might] see itself as so self-sufficient, and be so preoccu-
pied by regional developments, that it will have little

interest in promoting global economic cooperation."'® Thus

evolves Fortress Europe.

The greatest influence on the political, economic and
social and cultural integrity of Europe lies in the great
dormant mass of potential refugees. Several countries, as
mentioned in the historical perspective, are experiencing much

difficulty now with migrant workers and refugees.

To get a picture of the enormous complexity of

unfulfilled territorial aspirations and nationality
conflicts, one need only think of the acute conflict
between Romania and Hungary concerning the treatment
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of the large, compact Hungarian minority in Transyl-
vania; the Romanian claims to Bessarabia and
Northern Bukovina in the Soviet Union and Dobruja in
Bulgaria; the Albanian powder keg within Yugoslavia
and the dispute with Albania that is inseparably
linked to it:; Bulgarian ambitions in Macedonia; and
the problem, aggravated in recent years, of the
Turks in Bulgaria and the Moslems in Yugoslavia.'

Other examples include the flight of Poles to Germany,
Russians fleeing for Poland, and the Germans and Albanians
mentioned in the Historical Perspective--and the Greeks claim
there is no Macedonian minority.'® Recent examples of the
vast extent of the refugee movement are those Iraqis and Kurds
fleeing Iraq. Although on the periphery of NATO and beyond
the EC, the large quantities of resources to support and sus-
tain them is taxing most of the European countries and the
United States. As Europe becomes one community and the free
movement of people is realized, one of the results will be the
movement of the poor peoples to their richer neighbors to make

more money and raise their standard of living.

Not to underestimate the impact of the political
refugees, but the largest single challenge will be economic
refugees. As unemployment is doubling in East Europe,'’
social scientists compare the drain of tens of thousands of
young Germans from the eastern states to the flood of young
males deserting the underdeveloped regions of southern

0 fThe Soviet Union will not even pass an emigration

Europe.?
bill for fear of sparking a massive population exodus.?' This
type of immigration, economic migration is related to the

difference in economic health between the area left behind and
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that to which one moves. This economic immigration is more
than that of the migrant workers and is influencing both the

eastern and southern flank of NATO.%

The reverse side of the refugee issue is the citizens
from the richer, higher taxed nations slipping across the
border to buy cheaper goods in the country of their less
fortunate neighbor. For example, on a normal workday in April
of 1991, 12,500 Germans crossed the Polish border at Szczecin
to buy cheap food, clothing, and appliances.® Will the poli-
cies of the EC level the playing field? Are playing fields

ever level?

What about the spark that started this landslide?
Everything is collapsing together, politically, economically,
and socially and culturally. At the current point in time,
the Soviets have gone through eight economic restructuring

plans,?®

appealed to allies and former antagonists worldwide
for economic assistance, left their Warsaw Pact allies,
COMECON partners and client states hanging when they couldn't
pay their debts, demanded hard currency for payment of Soviet
goods and failed to fulfill agreements for supplies to their
friends., After years of complaining of being swindled through
the facade of COMECON, and demanding the ability to sell goods
outside the Soviet bloc, the COMECON countries were given that
opportunity on New Years day 1991 when the system halted the

barter system and began trading in hard currency. The East

European economies almost collapsed immediately. The Soviets
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were unwilling or unable to pay, goods were not delivered,
merchandise stacked up and merchants were faced with laying
off thousands of employees, with some businesses going

under.?

When discussing the impact of COCOM controls on
technology and technology transfer to East-bloc countries, one
high-ranking Soviet defense official wrote, "Even the toughest
controls imposed by COCOM have ... been less negative for
economic, scientific and technological progress in our country
[than] our 'internal COCOM'."?® as the East Europeans and
Soviets attempt to switch from defense to private industry,
the magnitude of their economic and structural conversion is
best illustrated by a description of Soviet Vice Minister
Koeroesjin, "It is very difficult to switch from the produc-
tion of tanks to washing machines. We are iooking for joint
ventures with Western countries, but we cannot offer much, but

our intentions are good..."¥

After a somewhat disappointing, but predictable lack of
performance during the Gulf war, CSCE is still in existence.
Only formalized in November of 1990, the bulk of the infra-
structure of the organization has yet to be established. One
of the first requests is from President Havel of Czechoslo-
vakia, that a European Security Commission be established to
be the équivalent of a peace conference, [an event] that has

not been held in Europe to date.?® Not much of a bow wave,

but at least he's trying to start the systen.
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NATO has recovered comfortably from its divisions during
Desert Storm. Unable to take a direct role, a portion of the
Alliance contingency planning was used to transport troops and
equipment to the theater of war. As discussed earlier, the
WEU cooperated for additional assistance from many of the NATO
members. As the strategic review continues and a multi-
national corps has been approved, the latest announcement
extended the NATO security umbrella to the East European
countries, at least in spirit. Quite a significant move for

the Alliance.

Fortress Europe, the Uruguay Round, Fortress America,
GATT. Those are the players. Nationalism? Eurocentric?
"World Pressure Builds on EC to Strike Deal."® The financial
page headlines laid in right in their lap. Farm subsidies in
the EC have risen above world levels; European farmers produce
more; prices go down; and the less wealthy farmers, the small
producers get driven out of business. Over two-thirds of the
EC budget is spent on agriculture. EC foreign trade consti-
tutes about 20 percent of total world trade.3® So much for
free enterprise, the free market system. One hundred eight
countries are represented in the GATT negotiations. There is
general agreement that farm subsidies must be reduced. The
United States and a group of supporting countries known as the
Cairns Group have proposed 75 percent cuts over ten years in
internal farm support and 90 percent cuts in export subsidies.
The EC, primarily France has proposed a 30 percent cut between

1986 and 1996.3' European subsidies have already been cut
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fifteen percent since 1986, so even at 30 percen:--that would
only reguire a 15 percent decrease in price supports. The
French called the offer a great success.’® A complete break-
down in negotiations could lead to nationalistic policies
including tariffs and import restrictions threatening the
world trading system. At one point the U.S. Secretary of
Agriculture, Clayton Yeutter, threatened to match the

12 billion dollar annual European subsidy for United

States farmers.

The talks were broken off in December and after several
proposals, begun again in February, with a 1 March U.S.
deadline for negotiating authority. In March, Germany asked
for additional funds for integrating eastern German agri-
culture, even though extreme excesses of beef, dairy products
and cereals existed. While France was hand-in-hand with
Germany, the EC farm commissioner stated that the problem was

overproduction, not German unity costs.®

During the stretch-out of negotiations, the U.S. tried to
concurrently negotiate a fr=:e trade agreement with Mexico.
When President Bush asked for fast track authority (no line
item review by Congress) unexpected and unusual Congressional
alliances cropped up to challenge the attempt, though eventu-
ally Congress approved the President's request. A surfacing
of the renewed Fortress America. In the interim, European
price supports were on the rise, approaching 50 percent

increases for a two-year period.
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The reason given was to support the eastern German farmers.>*
The next move was an EC blitz on unfair U.S. trade practices,
much of it directed at state level. 1In April, still with no
agreement, the British agriculture minister called the EC
farming policies bankrupt.’® Shortly thereafter the EC farm
commissioner, prodded by surplus food stocks, depressed prices
and a drained budget, publicly recognized the need to reform

the EC's Common Agriculture Policy.3

Mr. Sidney Weintraub, in his article "Regionalism and the
GATT," says that regionalism is now taken for granted in West-
ern Europe.¥ The fact that the U.S. is able to shift its
international priorities away from the political and security
arena is a good sign, especially since it is now challenging
the European Common Agriculture Policy instead of tolerating
it.3® Mr. Weintraub sees a U.S. shift toward regionalism and
justifies it by giving examples of several economic organiza-
tions operating under the most-favored-nation (MFN) principle.
While GATT depends a great deal on control of tariffs, it does
not cover other voluntary arrangements. GATT has no power to
impose sanctions, the rules were made to protect the weaker
countries from the stronger ones. Contrary to the original
intent{ the stronger countries usually use the voluntary
controls to skirt the rules protecting their weaker trading
partners. The most successful agreements have been between
more developed countries, usually those with regional agree-
ments. With the world external to the EC depending primarily

on bilateral or regional trade agreements, the EC will have
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]

the only regimented international trading policy and free

borders. Thus trade within Europe will be synergistic while
external trade or extra-EC trade will rest on bilateral, re-
gional and voluntary agreements--none of which will have the

enforcement or discipline of the EC mechanisms.

A European consortium was organized tc i “oduce commercial
aircraft in Europe to develop and maintain technology and re-
sources at home. The Airbus group is owned by Aerospatiale of
France, Messerschmitt-Bolkow-Blohm of Germany, British Aero-
space and CASA of Spain. It is estimated that MBB received
237 million dollars in subsidies for Airbus in 1990 due to
compensate for exchange rate losses. Overall, it is estimated
that Airbus Industrie received a total subsidy in 1990 of 19.4
billion dollars. The United States, on behalf of U.S. air-
lines has filed an official appeal to GATT.¥ United States
aircraft companies are not subsidized by the government and
subsequently must operate at a profit. The European view is
that U.S. aircraft companies "benefit indirectly from huge
governmental payments to them for the development of military
aircraft.® 1In six years Airbus has gone from 200 airplane -
orders to a backlog of 1,600 airplanes worth around 70 billion
dollars. Airbus currently holds 30 percent of the world's
aircraft market; Boeing holds 53 percent. Airbus is working
on a 600-seat aircraft to compete against the 747 and a
smaller, 130-seat aircraft to meet the needs of the short haul
market. Airbus is admittedly trying to buy its way into the

U.S. market, but according to a French government official,
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"Without loans from the state, Airbus couldn't survive the

next five years."%

In March 1990 Ambassador William H. Taft IV, the U.S.
Permanent Representative to NATO, suggested a multinational
grouping similar to GATT for the defense industry. Washington
and NATO were initially skeptical, but NATO referred the plan
to committee for detailed review. A defense GATT would pro-
vide industrial cooperation between North America and Europe.
With the decline in defense dollars and corresponding decrease
in weapon systems quantities, it would be advisable to keep
some facsimile of defense contracting active across the spec-
trum of allied countries. A defense GATT with appropriate
rules and discipline would preclude protectionism and suspi-
cion of favoritism. Such an organization would also emphasize
the relationships between national governments and national
industries. This concept would allow defense firms to team up
to mutual advantage across technical specialties and national

boundaries.*

This was seen as a path to a healthy industrial
base, a broader base to serve the entire NATO alliance,
especially since the European defense industry cannot support

¢ fTheir own

itself, they must export to sustain themselves.
national defense requirements are not of sufficient volume to

sustain their industrial base.

A report was submitted to the North Atlantic Council pro-
posing a NATO Defense Trade Commission with a code of conduct

and a dispute mechanism. The suggestion was not favorably
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received by all members and participants, but the seed was
sown. The concept is more difficult to implement in the
United States with no governmental defense firms, it would
therefore be executed through the Department of Defense. 1In
cooperation with the EC, this proposal would: 1) need to agree
on defense interests, 2) put Americans at the bargaining
table--a European consortium such as Airbus would not include
the United States, 3) combine national demand necessary for
economy of scale, and the negative point 4) the United States
would not have each and every individual defense capability.
The last point would be hard sell to Congress and the American
people without adequate safequards and implying a necessity to
be interdependent with nations who are on your side. The
United States does not have a good track record identifying

friendly governments.%

Perhaps this could help with such programs as the Euro-
pean Fighter Aircraft, European helicopter (which has not
succeeded), the Advanced Tactical Fighter and others.

Advanced technology is an extremely sensitive area. The study
group reported back to the NAC on 12 March 1991. There were
several suggestions for improvement and several different
points of view with valid reservations--not the least of which
was the questionable ability to sell Congress on a defense
agreement where the security of the United States would not
rest entirely within U.S. resources. Defense GATT is still a

viable subject, it is just similar to its cousin, GATT;
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neither is that simple nor easy to bring to full fruit

and implementation.*’

As we move into the post Cold War era, all the historical
paths, all the current developments must converge with some
semblance of meaning for this myriad of organizations and
nations to succeed. The key to survival that has been weaved
throughout these vignettes is economics. The politicians need
it to construct adequate structures by which to rule; nations
need those resources for security and the welfare of their
people. It is not something that you do or do not have. It
takes some form of economic resources to exist at even the
minimum level. So how is this grand economic resource to be
spread among allies and antagonists? Global trade in goods
and services. "The economic plant of these ... societies,
...its viability, requires stable exchange rates, steady
access to raw materials, large markets and a mobile

labor force."

As the Soviets approach their friends and foes for cash
and hard currency, Lawrence H. Summers, chief economist at the
World Bank is cautioning potential lenders. His concern is
the large amount of capital flow that went to Eastern Europe
and the Soviet Union in the 1970's that "went into a black
hole."%’ 1In Mr. Summers words, "A little structural improve-
ment is worth a lot of financial flows."*® The head of the

Institute for International Economics, Mr. C. Fred Bergsten,
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describes the Soviets as needing market access to expand their
trade--not a handout.‘’ Former Secretary of State, Henry
Kissinger recommends the U.S. shift its foreign investment to
the Western Hemisphere, specifically Latin America, simply
stating, "because almost all of those countries are democra-
cies and have accepted market economies."® He also predicted
that economic power would play a major role in the new

world order.>'

As the EC strives for monetary union and a common cur-
rency, Germany is cautioning against the costs and risks
involved in rapid integration. They offer their example of
the joining of the East and West Deutsche mark as an example.
As the EC wrestles with subsidies in agriculture and trade,
they are also faced with the dilemma of extending loans and
credits to customers in the East with no track record. Audi-
tors are finding masses of worthless loans in East European
banks. The authorities gave loans to unstable industries that
folded in the face of the free market. The banks have more
troubles than that; "They are still owned by their national
governments and managed by bureaucrats who know nothing about
assessing credit, listening to customers or other basics."?
It appears that their most efficient method to maintaining

solvency is simply not to pay their bills.®

NATO and the EC are standing toe to toe in the trade
face-off (GATT). Concurrently with this impasse, "the U.S.

has been excessively accommodating in relations with Gorbachev




at a time when Moscow's policy is in flux."5* The United
States can afford to deal from a position of power, since
demonstrating in Desert Storm that it is probably the only
superpower left in the world with sufficient capabilities for
adequate power projection. Demonstration of that power
projection equates to security for Europe.®® It is most
evident that to conduct such a massive mobilization, the costs
far exceeded the U.S. ability to absorb, and thus the request
and response from other nations to help with a variety of
economic resources. At this point in time, with the U.S. so
amply demonstrating its capability to meet its global commit-
ments, Europe has a choice. The choice is to either turn
inward to EC-92, stay within the Fortress Europe and go it
alone; or take advantage of the synergy of action within the
mnbilized countries and try to determine common goals, a
common path and a mutually beneficial political and economic
plan to reach those goals. The EC could use a trans-Atlantic

link also.

As the developing East European countries reach out for
assistance, the world community has established the European
Bank for Reconstruction and Development. The bank was capi-
talized with 10 billion European currency units (12.3 billion
dollars.) The U.S. agreed to the appointment of Mr. Jacques
Attali to serve as president of the bank, but the designated
American number two in command declined. Quickly, Mr. Attali
appointed an Italian as his number two man reinforcing the

French-Italian tie reminiscent of the WEU tug-of-war.

41




Mr. Attali's economic policies do not necessarily agree with
those of the bank's directors (contributing ration representa-
tives.) In his inaugural speech, he did not even mention the
United States, his single biggest investor. Back to the
economic level--60 percent of the bank's capital is reserved
for the private sector, the other thirty percent for infra-
structure.’® Mr. Attali even wants to change that formula.
Such a well-intentioned organization and the policy makers
have trouble implementing their stated objectives from the

very beginning.

Finally, the EC has demonstrated a clear cause and effect
provided for in its monetary linkage. As Germany strains to
cover the cost of reunification, it has increased taxes and

its interest rates.¥

Determined to stay as independent as
possible and keeping inflation under control, the Germans
managed to ward off the ire of the French who accused them of
doing "the international collective effort a very bad turn by
increasing rates without asking the opinion of anyone."38
They, the Germans, were also accused of "push{ing] up world-
wide rates, slow(ing] up Europe's growth, and irk{ing] French
and British officials who feel their own economies are under-
heated."” 1In the following months the Spanish, with the
highest interest and inflation rate and the strongest currency
in the EC, cut their bench mark interest rate by one percent.

Three days later, the French, sharing the bottom of the inter-

est ladder and slow growth with the British, lowered their
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money market rate by one quarter of one percent. An example

of EC mechanisms working at their finest.

The problem will begin at the initiation of the internal
market. For example, say the Germans have a cost structure of
perhaps 32 marks per hour, the French 27 marks per hour, the
British 17 marks per hour and the Italians 6.5 marks per
hour.® The question--how to be equitable in the free
movement of persons, goods, services and capital? Capital will
be fairly well adjusted by then with the exchange mechanisms.
The difference in the value of labor will induce cross-border
migration to receive higher wages and will require some form
of control of work permit or other impediment of movement of
persons or services. Moving goods within the EC can be bal-
anced with little or no problems. Bartering of those goods
outside the EC will require competitive quality, competitive
price and equity of some sort if the goods are subsidized
within the EC. Some goods will always be able to be subsi-
dized, while others will lead back to the vicious circle

experienced in the current GATT negotiations.

This is but a sampling of the torrent of events and
challenges shaping the economic structure of the present and
future. It's not all black and white. It is hard to tell the
stumbling blocks from the opportunities. Although rational
men should be able to decipher the meaning for any collection
of events, there is no guarantee that nationalism or protec-

tionism will not creep into the decision making process.
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Their moods and actions might not shed light on their inten-
tions. Even with the right mechanisms in place, the self-
interest can still slip in. Here again we have the ultimate
mix of political, economic, and social and cultural values and

goals. What is the next move?
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CONCLUSIONS

The tripolar nature of the political and economic world
is clearly evolving. The security relationships are solidi-
fying much more slowly. One of the key economic powers in
the world is Japan. Deeply entrenched in North America, Japan
is also penetrating the European market with investments and
goods. President Gorbachev also sought out the Japanese for
economic assistance to the Soviet Union. As stated in the
assumptions and limitations of this paper, the strength and
importance of Japan as a world power is recognized, a signi-
ficant contributor to the world economic balance. However,
the conclusions discussed below will be confined strictly to
the North American and European impacts on European security.
Rather than describing the conclusions in terms of excluding
Japan, it is more appropriate to describe them as more focused
within the European continent. The influence is acknowledged,

it is just not within the focus of this dialogue.

According to Richard Ullman the decade of the 1990s may
be one of political and economic turbulence for a number of
European states.' The manner in which the decade has begun
certainly fulfills that prophesy. With the myriad of secu-
rity, economic and other organizations, their attendant
treaties and agreements, the struggle is to see which organi-
zations survive to represent which blocs. It is not just the

fate of the European peoples that hangs in the balance.
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The world is consigned to live with this multitude of organi-
zations. These contributing institutions, working toward
their most worthy causes, will continue to proliferate as long
as men of purpose and means are imbued with the will. As the
development of these organizations and alliances has been
shown throughout this report, the clear message on their be-
ginnings is that almost without exception, they are strate-
gic, not philanthropic. As a former U.S. Secretary of Defense
has noted, "We do not maintain alliances as a favor to our
allies--we do so because it is in our interest."? What a
relief to have organizations forming to work towards solutions
of security and economic differences; it is so much more con-
structive and conducive to peace and stability that the antag-
onistic political and military alliances of the

immediate past.

The rush of countries to jump into the plethora of avail-
able relationships can be compared to a woman going shopping.
Everybody knows that she is going to be gone all day, try on
everything in the store, get opinions of everybody who will
listen and contribute, and come home with what she thinks are
the best deals. She will not have enough money to bring home
all the pretty clothes, so she will pick the ones that she
thinks are in her own best interest, maybe put a few on
layaway, maybe even charge more than she should to her

account, stretching her budget and economic potential.
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So will it be in the world of international relationships
and the continent of Europe. As a nation goes shopping
through the mass of economic and security stores, it will have
to make a decision as to how to spend its resources in a
manner that will complement its national desires. Countries
that cannot make up their minds or do not have the discipline
to make the proper choice can be described as having a "“lack
of policy at a high enough level.*® Mr. Prebensen describes
this phenomenon as symptomatic; and while problems arising in
these situations need to be solved on a case-by-case basis,
those solutions should be by-the-book with sufficient margin

for safety.*

While each coalition tries to find its identity, the
safest course will be for a nation to belong to a web of
organizations, thereby strengthening its safety net. While
individual organizations will serve to strengthen groups of
countries which share a common interest, the potential
increases for friction between the nations within a specific
organization and nations external, examples of this include
nations within and without NATO and the EC. Using the mone-
tary union issue within the EC as another example, nations
within a specific organization will sometimes be constrained
from acting when squeezed out of a particular decision-making
process holding a minority view. Nations belonging to a web
of organizations will be able to use the strengths of each

particular one to advance that nation's interests.
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As with the WEU during the past decade or so, until its
revival for use in the Persian Gulf, organizations not seen to
play an active role will fall to disuse and stagnation.
Nations will quickly pick up on those organizations which are
inadequate or duplicate other more efficient ones and avoid
them. As groupings evolve and gravitate to specific interest
areas, they will tend to become intertwined, and at times un-
comfortable. As friction develops, be it political, economic
or social, nations will shy away from organizations seeming to
impose on their national sovereignty, as with the French in
NATO. With the military threats diminishing, and the politi-
cal anomalies held in check by a web of agreements, the sole
remaining areas of turbulence will be economic and social.
Solution of social and cultural problems being not within the
scope of this discussion, the discussion of their impact will

be limited to economic forces.

The descriptions in the Historical Perspective and Cur-
rent Events set the stage for describing the influence of
migrant workers and political and economic refugees. As the
demonstrated flood of peoples continue to pour across border
areas, nations are going to reach the saturation ;ioint. While
some have already initiated limited instances of forced repa-
triation, that will become less and less acceptable to world
opinion in the future. As a nation reaches the limits of its
wherewithal, it will be forced to take action. The three
major possibilities for action will be to stop the incoming

flow, move the population, or work for a regional solution.
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The first two solutions will increasingly be seen as too
autocratic, too radical. The third alternative will have two
requirements. Regional solutions will require cooperation
between nations and the web of structural organizations; they
will also require resources, that is economic commitment.
Smaller nations or nations with an already strapped budget
will find it increasingly more painful to commit additional
resources. Unless international economic and security organi-
zations come to the assistance of those cogntries, the
friction will quickly turn to conflict. Realizing that con-
flict can only result in additional economic commitment, it
will be much better to search for the painful but more prefer-
able economic commitment for the "soft" solution

early on.

With the increase in regional and global trade, the
intertwining and interdependence of nations has grown con-
siderably. As was shown with the economic mechanisms of the
EC and GATT, economic coordination and prosperity is relative.
While the ideal solution is to take action to prevent the
highs and lows of economic cycles, the reality is that these
extremes will happen. As members of larger blocs, individual
nations will find it more difficult to take separate action to
solve their internal economic imbalances. Previous examples
have shown that some nations will take action of their own vo-
lition, contrary to established agreements or treaties to
better their standing. Nations who feel that they are on the

receiving end of unfavorable trading practices or on the verge
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of recession will therefore tend toward nationalistic respon-
ses. Recession leading to nationalism. Friction will appear
as one nation moves at a different rate toward its economic

ambitions than does its neighbor.’

The single greatest potential for future economic impact
is the transformation of the minorities to the majority. As
the larger economic blocs become almost self-sufficient, they
will become preoccupied with their regional preeminence and
less interested in the plight of the minorities, the migrant
workers, the refugees, the people at the lower end of the eco-
nomic scale with no apparent influence on their macro-ideas.
The awakening will come when great migrations occur, as was
described in the East-West Europe, Albania-Italy and Kurdish
migrations. While these multitudes of economic inferiority
are perceived as the minority, they will be relatively ignored
in the grand scheme of economic programs and progress. There
will be no incentive to contribute to such a loose and irre-

sponsible group to better their plight.

As these groups coalesce into mobile disaster areas,
their demands for "social likeness" will require significant

¢ There will be no incen-

political and economic concessions.
tive for cultural care and absorption as long as the problems
are seen to originate with the minority of the economically
disadvantaged at the "rumble" level. To ignore the problem

will only postpone its solution to a later time at a

greater cost.
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What will be the future security and related economic
structure? When guest lecturers repeatedly told NATO Defense
College course members that they had no crystal ball, one of
the resident classes presented the college with the statue of
a man holding such a crystal ball readily available. As the
multitude of structures vie for position and influence, the
procedures of the Gulf war provide an insight into what might
be possible. The international community rallied behind the
authority and voice of the United Nations. Other organiza-
tions seeking validity used the UN resolutions as the ultimate

voice of law and justice in the world.

The CSCE is yet a fledgling organization, but one sup-
ported by one of the largest number of countries outside the
United Nations. Their poor showing during the Gulf war was
due to a lot of reasons, not the least of which was their late
arrival on the scene of world events and lack of appropriate
and experienced infrastructure. Eastern European nations are
already using the CSCE forum to seek economic and security
solutions. This organization, patronized by other strong and
diverse groupings has the potential to provide the pan-
European forum so aggressively sought by all. The CSCE will
be large}enough, and as a result slow enough, to provide an
opportunity for the European voice to be constructively
congealed. The greatest hazard, a precursor of which can be
seen in both the EC and NATO, is that the greatness of scale
of 35 or more countries will slow the pace of discussion and

consultation so much that nations will become impatient and
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dash off on their own to seek fast but volatile national
solutions. The greatest potential for quantity and delicacy
of work lies in the Crisis Prevention Center which, if uti-
lized correctly, will find itself at the heart of Europe's

political, economic and social soul.

Other security and economic organizations will survive
intertwined and interdependent below the level of the CSCE.
These organizations, such as EC, NATO, WEU, Council of Europe,
EFTA and others, will act as a shock absorber and first line

defense against economic and security stabilities.

As the free world grows in size and pressure, one of the

greatest needs will be in regularity of exchange.’

Any in-
tense violation of that regularity, and resultant economic
breakdown would result in the severe damage to security rela-
tionships worldwide. The new security relationships evolving
in Europe provide for two opportunities, conflict over eco-

nomic issues or a healthy combination of competition and

cooperation; stability versus instability.?

Ancient glaciers moved over continents pressing their
features into the face of the earth. When the glaciers
retreated, the old features of the landscape slowly rose
again, sometimes altered, sometimes not.’ Wwhat will be the
features of Europe after the retreat of the surging economic

glacier? Where is that crystal ball? Who is John ca1¢?'
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